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INTRODUCTION 



How are *you going to-'use your job skills after .you finish 
school? * ' • * - 



Have you eV£r thought about starting your 'own bookkeeping 
jservice?( • ~* > " * 



This module describes people who have, started . and managed 
bookkeeping services. . It gives you an idea of what they ^o 
and *some of the special skills they need. •* ■ 

r * 

You.wiU read about 1 . 
planning a bookkeeping service 
c4ioositlg t location' • 
getting money to 'Start 
b^ing ia charge 

organizing the work • S 

setting prices ; 

advertising and selling f 

keeping financial records 

keeping your business successful 

• » • • # 

You Wi>ll also have a chance to practice some of t?he things 
that bookkeeping service owners do. 

TH'en you .will have^a? better idea of whether-a career»as a 
bookkeeping service o^ner is for you*/ • • 



Before you read this module, you might want to study 
-Module 1, Getting Down to Business: ,< What's 'it All About ?" 



When you finish this^ttibdule, you might »wint to, read 

Module 17 4 Getting Down to Business* Answering. 
Service ; 

Module 18, Getting Down to Business: Secretarial 
Service ; % 

Mbd ule 21, Getting Down to -Business; Word Processi 
Service. i< 



These module^ are related t.o other business atod office 
programs. » \ ^ 



•V 
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UNIT 1 



Manning a Bookkeeping Service 



Goal: To help you plan your bookkeeping service. 



Objective 1: Describe the services, clients, and 
competition of a bookkeeping service. 

* 

Objective 2: List three personal qualities a 
bookkeepihg service owner might have. 

Objective 3: List three ways that a bookkeeping 
service might be special.* j 

Objective 4: List two of the legal requirements you 
might have to consider before opening.' 



8. 



WHY GO INTO BUSINESS FOR YOURSELF? 



Maybe you ksow the stereotype, for bookkeepers. They 
are quiet, .shy individuals — usually women. They don't take 
any risks in their lives — have their noses in dull -green 
ledger books, and relate bettgr to numbers than to fun. •» 
How about the stereotype .for good businesspersdns? They ° 
are aggressive, ^fugged- individuals, usually men ,1 who know 
how to wheel and deal. They 1 re not afraid to puft down 
their l.ast $5,000, on a new machine and *can fire 'someone at' 
the drop of ar hat. 

If you met Susan Haskell, a woman who opened her own 
bookkeeping service, yiou would know that these stereotypes 
are 'definitely on the way out. Independent Bookkeeping 
Services is Susan's baby. She started it after doing book- 
keeping for three years for Wesson's Auto Body.* Here's how 
she sees it: 

"I remember really well the day that I decided to £o 
into business for myself. I was sitting at my desk at 
Wesson's. I was really depressed. I thought about some of 
my friends who had gone into business for themselves". They. 

, were excited, busy, and sometimes* frantic. But they had 
interesting lives — and always had something to talk about. 

' I never had anything to talk about. My job was pretty much 
the^ same all the tinje. I got a steady paycheck and looked 
at the clock every half-hour. % 

"I just want to be my own person, 'independent,' live 
or die," i said. "That's how Independent Bookkeeping Ser- 
vices was bora. I just went out and did it step by step. 
I've never regretted it — even when I have to borrow money 
to pay my bills, even when I work 15 hours a day during tax 
season, 

4 

V "I've alway.s* liked bookkeeping, eveii though it has its 
dull mdments. But now I get to meet' lots of people and can 
get involved in the core of many kinds of businesses. What 
I've liked most is learning how to be helpful to people. 
People have very strange feelings about money.' They want 
it, afe scared of it, and are worried about it. If you , 
want to be the owner of a successful bookkeeping service, 
you have to be. somewhat of a counselor, too. * I caa 1 1 t^ll 
you how many 2i 00 a.m. phone calls I've- received: Susan, 
do you # think I'm goi*fg to balance out this month? -I love . 
it. This year I'm opening up a second office in £unnyoak." 
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Planning a Bookkeeping Service 



There are many, many small businesses in America. ♦Small- businesses 

can have as few as one worker (the owner) or as many as four workers. A 

sn^ll— business owner is "se lf-employed . ,r Often a whole family works 
together in a small business* 



What Does a Bookkeeping Servicer Do ? 

Let^s say Pete Sargent wanted to open- a beauty shop, tte knows a lot 
about l perqis and waves and frizzes^ but; be does^t know account's payable 
from accounts receivable. He thinks petty cash id anything less than 
$5.00. -He needs a bookkeeping servipfe . . - 

* • . *■ *» * 

A bookkeeping service is^atf. independent. busiVre&s that records all 

the money transactions of other businesses. .Many bookkeeping- services 

# 

do income' taxes and personal financial consulting. (That means giving 
Jiel|> to* people who think budgets are only for state and .federal 
governments. Usually, these people run up their credit cards and can't 
pay their bills.) Ag the bookkeeping service owner, you will "want* to 
have some technical knowledge about auditing, 4ost accounting, 
commercial law, finance, and insurance. 

— **' • 

There are more "extras 11 'that bookkeeping services* anight offer. For 

example^ a bookkeeping service owner might be a notary public. Therf he 

or she would own a s.tamp to use in confirming "that a document is legally 

signed. The stamp costs $10 a year, and^you must be bonded for *$10,000. 

" 10 



Who Will Come to You? 



the people who irse your services are called your clients . The 
wonderful part of opening your own boQkkeeping service is that every 
business that doesnjt^want to hire a bookkeeper and doesn^ t want to cio 
its own books can be your client. As a bookkeeping service owner, you 
will have a wide variety of peopl'e using your service. Here is a list 
of the clients Sus^n saw in a couple of days: 

• a tree surgeon who came to^ pick up his inc&me tax returns; 

• a painting contractor who wanted Susan to do hi^payroll 
accounts — He was an old friend, and they had a long talk; 

• s a ceramic artist who was opening his £irst shop ancp^anted Susan 
to set-up his whole bookkeeping .system— he didn't know anything 
and wanted Susan to handle -it all;^ 

• a young couple who had. run up $4,000 in credit card debts and 
vwanted her to make out a financial plan for paying thenr 

^ off — they were clearly nervous and scared; 

• a small corporation" that .makes f^oz^n foods wanted Susan to 
train its secretary td do the monthly postings so Susan would 
have to do just the quarterly statements; and' 

• a* woman whose husband had just died came in crying and wanted 
' help in figuring out his business records. 



Is There Room- for You? 



Most of your competition will be other bookkeeping services.* Your 
competition could # be a single* person working out of Jjis or her home or a 
big service employing several bookkeepers. Some of your work is simitar 
to that of Certified Public, Accountants (CPAs),' so' they are also* 
cqmpetition. „ 

The United States • is" vety record-conscious^ Most people realize 
that just looking in their cash register is not a good way to figure out 
^if thei* business is jjhowing a profit. And many businesses realize that- 
just "throwing the receipts in a drawer" until tax t&ie is a badydea. 

4 7 . * 



Other small businesses knov> that they don't have enough work for 
full-time bookkeeper but don't want to .do the books themselves. While 
there is competition, this, is definitely a growing industry • . 



Is Running a Bookkeeping Service for You ? . , 

» - 

All the skills you need to open up a bookkeeping service you can 
acquire* You would -have to knc^w how to: « ^f* 

• be able to keep books on all *the money transactions of a 

. \ J 

^business or person — this is commonly called the douWe-enfcry 




system; * 

». ■ 
compute tax return statements and be able to use different tax 

schedules if you do federal and state taxejp; and 

,rtfn small business yourself (while roost of this you .would 

already know, you would have to learn how to £ind a location, 

attract clients, and buy equipment*, fcwr, example)* 



You can get all the . experience you. need "either working in an 
already established bookkeeping firm or by working in a business whe^P 
you are able to^do all of the bookkeeping duties* At least^ three ye»ars 
^experience is important. You should have experience in making adjusted 
entries, in trial balances, and in preparation of vartous financial 
reports . . • , • - . * 



N Personal Qualities—Will You LikeS^ ? 



You *do not need to wear glasses an4 have a prim and proper ^mile to 

be a bookkeeper. You do jieed* a sense of humor and an ability to deal 

/ * 

•with rush jobs. Here is what. other owners of bookkeeping 'seryi'ces have 



said about their work: "I. don't think I would, talk anyone into this 

Business, but I love it. You have to be able to deal with people who 

* •< * 

feel stupid because they don't Know the first thing about taoney. You 

•* 

have to care when your clients are having a bad' month. You have fo be 
a both sympatheti^and businesslike. Obviously, for the bookkeeping' 

• '- 8 . 12 • . ' 



part, you have t<y like working with numbers— rgoing* over your work-- ' 
finding the ten cents that is driving you crazy! And you have to like 
pressure! But for the* business part, yop*have to like working with 
people. You have to like being interrupted by the phone and' the 
'doorbell with questions and problems. PeopLe "are funny about money. ** 

Most people want more'of it, and I'm the one who sometimes tells them 

♦ f 

they have less of it'. You've got to be a counselor." 



How to Cdmpete Well — Or, Service- Means Service 

People will choose to come to you because they heard about you from 
a friend, they saw your name in the Yellow Pages, or they know you. But 
will they come back to you? And will they tell other people' about you? ~~ 
Here's what it takes to offer a GOOD bookkeeping service. , * 

You have to be number perfect . * Businesses or people who come to you 
are do^g so because they can't do their own bookkeeping themselves. 
They arfc^paying you to take problems off their hands. If there are 
mistakes in your 'work, *you are no longer providing good service. * 

You have • to deliver on time . You need to be prompt, especially 
around tax time. If you don't complete tax forms yourself, the people * 
will need to have their bala'nce sheets and profit/loss statements so 

they can have, their taxes done. This means you- shouldn't; take on more < ^ 

businesses than you can handle. 

. You have , to be nice about it . No one likes grumps. Even if your 
clients *are frustrating, you can't act as if they are complete idiots.* 
So .what if they handed you a' box of handwritten receipts and a checkbook 
that was barely readable? You might charge them for the extra time, but 
"you still have to be understanding. , 

Your lips must be sealed . That sounds awful, and">dif ficultl But 
what, it means is that you must, under no circumstances , ever, ever talk 
about your clients' business, to other people. Even in your sleep. Even 

9 
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•if you4rthirtk it might be okay. .A professional bookkeeper "must be* like 
the monkey that Ijears no Bvil, sees no. evil, and speaks no evil. You 
wi<ll jknow about the money " transactions of many gecjple.- TlT&v must be 
able to trtfst that you won't ever talk about them, even Fi^h^Y, to 
anyone* else. Whoever pays for your services owns his or her records. 
Not even a close friend, wife, or husband should get information about 
your client from you. r ♦ * « , 



Legal Requirements 



All ^fcabes have laws regulating certain levels* of public accounting. 
Since ,tfiey are all different,- you will want to write to the State*Board 
of Accountancy in your state. Check with your state, government., 

• if you prepare tax returns, you will have to obey sjfate and federal 
laws regarding a " tax, preparer ! s license." 'In California, for example* 
.you need to be bonded and to pay a fee. ' • 

* If you notarize documents, yqu also have to pay afee, pass a test,- 
1 $nd be bonded. * 



f If you. decide to open an office' rather tkan work jout of your home,' 

you 'will probably need a business l^cen£e from your city. ^If you work 
* » 

out of your home, you nyjst also check with'.' the, ^ity or county about 
certain &on£ng laws for runningS^L business out of your home. 



Summary j 



* It/is important to*plan ahead before starting your .business . Now 
you know four ttiij^s t;o\tKuik about in planning a bookkeeping s'ervicer 
(X) different types of services you couldprovxde~to >arious clients; 
(2) tt\e .competition; (3V necessary ^kitTs and helpfuj. personal qualities; 




and (4v legal requirements for running the buy.n^ss. 



in 
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Learning Activities 



Individual Activities 

1. Which services is d bookkeeping service likely to provide 
>a^ Doing "the monthly balance sheet for a drug comp&ny 

b. , Typing a mailing list for a shoe store 

c. Computing a tax statement for a dentist 

d. " Doing ^errands for* a beauty salon ^ 

* * r 

v » e 

=. - * 

-2. Name two. skills ; you would have to learn „to open a bookkeeping # . 
service;; 90 • * * ,f 

i > • * 

3. How is being the owner f of a bookkeeping service dif f erent ' f rom being 
a booRkeeper? • x 

. ■ • ; ■ .. •:• • 

4. Name two ways to get bookkeeping experience before opening your own 
» business. ' * * \ >; 



Discussion Questions * * 

I. Susan Haslcell has .lots of reasons for piking having her own book- 
keeping service. What are som^ reasons for" not* liking it? 

2^' Most owners *of bookkeeping services are women. Do you tjhink this is 
. a disadvantage or an advantage for a man wanting to open a Book- 
keeping sefvice? 

3. One of your clients, Rob Groaner,. complains and moans every time he 
comes to see you. • The economy is bad, his wife doesn't ear<n enough, 



his children want too many things. His books are easy to keep, and 
you don't want to lose his business. How do you handle it? 

4. One bookkeeper talk^i about being sympathetic and business-like. 
What does th at mean to you?' „ ■ ^ 



s 



Group Activity 



Invit,e an owner of a bookkeeping Service to come to speak to^ your 
class. Write down a -list of at least 15 questions that would -help you 
decide if \this business is for you. ^ 

Here i& a list of topics that may help your thinking. 

Getting the business started- 

* 

- Money — making it, getting it 

- .Best time^ 

- Hard times 1 fc 
Hiring people 

Running the business * * t 

Advice 
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UNIT 2- 

k # 

' Choosing a Location 

* a 

Goal: To help you choose a gpod location for your service. 

? Objective 1: List three things to think about in 

deciding where to Ideate your business.^ 

^Objective' 2: Pick the best location f*>r e 

bookkeeping servicfe from three locations. * 

Objective 3: • Decide whether your city or town would 
be a good -location for a bookkeeping service. 



C 
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WHERE, OH WHERE, DOES THE CALCULATOR GO? 



( 



This is what Susan says about choosing a location for a 
bookkeeping service. "Location is a funny thing in thia 
business. People choose a bookkeeper based, on trust. They 
want to know you or hav&\a friend who knows you. People 
won't trust their money affairs to you just because you 
have* a good ad in the Yellow Pagfes. So it's always best to 
be in a town where you are already known. You might start 
out with one or two clients while still working for someone 
else. When you've built up your number~of clients, you 
take the plunge. I took the* plunge before I really had 
enough clients. About 20 steady clients is good for a 
beginner. I, had . five. 

• » 

"The big question when you firjt decide fo ogen your 
own service is whether you'll work out of your home. 
Except for some filing, cabinets£^which-can take up quite p 
bit of space after a while, you^Mon't need much more than a 
desk. It's the perfect business for people who'ne^d to be 
home — parents who are taking care of small children M or 
disabled people who can't get around. 

. . " ' \ 

"I didn't go that route. Par t t of being independent was 
also being independent from my apartment. I knew I was V 
going to have to spend more money for rent, but I really , 
needed a separate place. Also, you can attract larger 
businesses if you have a- professional-looking office in the 
middle of a business district. 



If 



"I've moved around a little. I outgrew my first office 
in about two years. I needed to hire a part-time person 
an<? needed a desk for hiin. 'When I started doiVig mpjre 
taxes, my filing cabinets seemed to grpw like the Wmster 
i.n the movie. Alien . Now I have about 400 square feet of 
office space, and I'm happy." v 

• — r — : • 
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Choosing a Location 

t 



You Come First 



You.-can start, a hookkeepiqg service in almost every kind of city. 
But th§ city you choose must fit your personal requirements, you have 
to think about weather, family friends, housing, and recreational 
facilities first. If you're not happy living in or cttSse to that city, 
you won f t be happy having a business there. 



Next, Comes thfe City * 

What makes a particular city a good place to open, a bookkeeping 
service*? All a city needs' is people who know you and need you-; 



1 



Many times you have to be a detective to find but if a particular 
city will be a good location for you.^ JKTte are some ideas. 

1. Check the local want ads. See if there are a lot of businesses 
looking for bookkeepers. Many times if people ne^d a 
bookkeeper, they could ub$ your service instead. 

2. Check out the other bookkeeping services in ttie area. Car} you 
tell . if they've been expanding or seem overworked? 

3. Talk to an independent public accountant. Talk to the business 
$ people in your area. What do they think your chance of success 

is? 

4. Go to the. Chamber of Commerce. It will have a list of businesses 
« * in. your -conmunity . See what information you can get by talking 

with successful business people. * ' 



1- ' 

There are some locations that should be avoided : * ' / 

1* places with so many bookkeeping services that^ the competition 
O would be too great (a "rule-of- thumb" is one bookkeeper for 
every 50 businesses; if there are 75-100 businesses for every- 
public bookkeeper, the community could*probably yse you); and 
2. places that are so small (less than 3,000 people) that you may-* 
have some very slow times. 



And Last, the Right Spot within That City 

* e 

The bookkeeping service that lives in your home can cause some 
problems as well as take care of some.- Here are some questions to ask 

- " ' > 

yourself 

1. Do^ou have a separate space that isn't used as your kitchen* 
bedroom, or living room? If ypu run the chance of mixing up 

* your worksheets with your child's math homework, ,you 1 re in big 
trouble. ' 

f «■ 

2. Can. you separate yourself froih typical house distractions? You 
may enjoy a little chat with your letter, carrier everyday, but 
at $L5 an hour, it may not be worth it . 4 

3. * How do the other house members feel about your work? If there 

are people in the house who don't understand your work, you will 
need to , -educate them as to your needs before you even, tiurn on 

• *• your adding machine. * s„» 

• ^ * 

Obvious advantages to working in y&i^r home include the, price (don't 
forget. th$,tax deduction) and the convenience. It's one pi the first 
decisions you'll have to make. 

If you decide to rent an office —you can go small. Anywhere ( that 
has some parking, is. moderately convenient to the business district, and 
is pleasant for you to be in is a good bet. If you find a place in a' 
large office building, so much the better. Your neighbors may be'your 
first cliepts. " . ^ • 

17 .• . 
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When you find a few good places , visit" them for several hours on a 
pouple of different days. You will/be able tb see, the street traffic, 
and you will be able to ddfcide wfcich location could best attract ** * 

customers. . ' • . 

1 V * 

■ ' ' » f . * v • 



Sumnary g 

1« Whom you know in a par-ticular location is Vefry important. 

2. When choosing a location, you have to think $bput three different 
y . , ' % * - — * 

things: your personal preferences; the possibility^of being sue- , 

cessful -in that dity; artd whether you will work Out of your home or 
rent an office. *" 

3. ^ou should check out the local want ads and the other bookkeeping 

„ services^in the area. You should also^^Tgok at the different types 
^ . - « v • „ r 

.of* businesses in that community. ' * 

4. You will need a small :office that has some growing room. 

5. If you work out of your^home,* you will have to thirtk of the working 
space, the distractions, and*the other house members. 

6. You shpuld spend time checking out the location you qhoose. 



4 . 
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Learning Activities 



Individual Activities 



1. Which sentence is most true? 

a. A bookkeeping service must be close to the business district 

<■ , * # • 

be successful. < - s . m ^ 

]>'• You majr attract larger businesses to your service if you have 

office. ■ m m * 

c. You can probably do your^work on your kitchen table. \ 

2. Why is .checking 'out, the want ads 'a good^ay to find out if there* 
room for your service in-your community? *^ ' 

3. Li'st two advantages of working out of your home. 

i 

t. » 

4. What popuTation would you need to support a bookkeeping service? 

a. 3,000 

b. 10,000 ' - * 
• c. 30,000 



Discussion Questions « 

1. Choose th^ree towns, or areas that are close to your school. Antfwet 
these questions about those are^s. * 
a. How many'pepple live^ there? J 
b* How m&ny bookkeeping services does each area have? 

c. Is the area grow^tlg? MIow can you tell? 

d, Where do you know- nlcl most people? 
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2. Based on wliat you found out, which area would be the begt 'one? 1 If 

none of them is very good, can you suggest another ar^%a you know 
about? , , 



Group Activity 



^Here is a tist of factors to think about when choosing a cityv^ Rate 
them in order of importance (from 1-10). There is f no "correct" answer. 



:/ 



Try ts> come up with 



Discuss with the class the reasons for your rating, 
a class rating. % «. 

Number of bookkeeping services in. the area * * 

Easy to reach — transportation available ' 
Population of town and t surrounding area 

Personal factors — personal preferences, family and friends nearby 
Growth of town ^ 

Number of personal, contacts - * 

■Weather (climate) 
Advertising media available 
•i. ^Nature and prosperity of industries 

j. Type of town — urban^, farm, industrial, suburban _ fl 



a. 
~Y. 
c* 
d. 
e. 
f. 

h. 



v 



2,4 



r 
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UNIT 3' 



Getting Money to Start 



Goal: To help you plan how to get money to start 0 a book- 
Keeping service. 



iJsc 



Objective 1: Write a business description for your 
. business. • 

Objective 2: Fill out, a form showing how much money 
you will need to start^thisc business/i * 



\ 
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jf - EVEN A BOOKKEEPING .SERVICE NEEDS .SEED MONEY 



Stfsan describes, getting a loan to start a bookkeeping 
service. : "Thank goodness this 'is an easy business tgw 
start. You don't;rteed much money, but you do need.t^tbe 
able^ to hire an answering service, make up some business 
cards, and get a license. A t^>e^calcul£tor would be 
l^lpfyl, T>ut you could start with one of those ancient 
adding*machines. I started my business with ^tist over 
$3,000. That* included first and last month's rent^on my, 
placet' You could do it for eyetl less* V 

, "When I.ntoved to my larger quarters, I decided* to do it 
up rigjit. I was tired of everything being old, tired of 
cutting up National ^Geographic magazines for pictures fpr 
the wall. : I wanted some artwork and^somfe pLants. 1 wanted 
a carpet that made people feel comfortable. A bookkeeper, 
should be able t to manage money wel4^eftough to afford a few-** 
of the nicer things in life.-* 

"I went to my -personal bank t(i feel thirds out., I 
thought I would 'have np trouble sim^ I -was a bookkeeper. 
Obviously, I w^s going to manage my money correctly. Well, 
-even banks can go out of business and so can bookkeepers. 
They wanted to see my business plan. Of course, L knew 
what that was. I'd halped lots of others do that. It yas v 
sort of like "a shoemaker making shoes^for himself. 

"For ipost people, getting money\i$ very difficult. 
They get nervous in the interview} fhey act clumsy. Many 
people, mostly women, have a hard time asking for what they 
really-* need. I mean, you don't 'need' a paitlting on the 
wall. I went into my interview with the loan officer 
knowing that I needed every on£,of t^ose .items on my £inajv- 
cial statement. I needed my artwork as much as my filit 
cabinets. I got the loan." v > 

• . • ; - • 
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Getting Money to Stair t 



The Business Description 

As you learned from Susan, ydU won't get money without a business 
description— a written eunmarj^bf just exactly what you want the money 
for. This is true if vtfu^ve been'in business a while or if you're just 
starting out. 

♦ 

The loan officer at ttie^ank, and anyone else who is going to give 
you money, must think , you have (sorry to put it this way) "done your 
homework. " Anyone who is going to' lend you motiey, even if it is your 
mother, has to believe you are a good investment. The lender will want 
to learn answers to "these questions. J * 

• Is there a need for'your bookkeeping service in your conmunity? 

• Can you attract people to use your services? 

• Do you have the skills to get the job done with the money ypu 
have asked for? 

. • 1 

And you have to answ^qr^those questions. That's where the business 

description comes in. The business description relates to the first two 

• * * 

items. 

. \ 

' '* V ' ■ • . ' • ' 

The Business Description- That Got Susan Her Money 

* * ** 

Here is'Susan's written business description^ She_wrote it "outline 
style" so '-that it would be easier* to read. < 

Name of owner : Susan Haskell ; *„ 

frame of bookkeer^ng service : Independent Bookkeeping Services 

* 24 ' 




Type of service : Complete bookkeeping service done at my office, 

including state and federal tax returns, financial consulting, and 

* » — 

notary "ptrblijc Services. 

Location : 44553 Elm Street, Oxnard , California 
This is a small 20* x 20 1 office one block off Terrace Avenue near Simon 
Avenue, a retail* business center. I was formerly located on Oak Street 
in the Pitman Building, but I have outgrown that office (15 1 x 10* ). I 
'chose my new location for three reasons: , * 
1. I am within walking distance of many small businesses. There are an 

insurance building and several , legal offices within a qyarter-mile. 
£. The people are very friendly. In an informal check of the neighbor- 
hood, six people said they might use my service. 
3. A ! CPA three doors away, Sara Moore, has already* agreed to gi.ve me 
her bookkeeping overflow. 

Competition : There are six bookkeeping services in this community 
and eight CPAs. While this may seem like a lot, all of them are * 
overworked. 0* 

Potential customers : I already have about 30^ steady clients. "Being 
so close to Ms* Moore will add more names to my list* * f 

Strategy, for success : Most clients come to bookkeeping services 
through word-of-mouttv advertising or by being personally acquainted with 
the bookkeeper . am , "and have been active in church affairs. I belong 
to thfe Chamber of Commerce and am a member of the volunteer fire 
department. I also belong to the League of Women Voters. 

% 

Just How Much Money Do You Ask For ? . 

* • 

The statement of financial need is what you give to the bank along , 
with your business description. It is- a li$t of all the money you will 
need to start your business plus money to kedp you' going until you start 
makingaa profit. Below is a list of some typical start-up expenses. 
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Equipment , 

; ^ You can use an old-fashioned, adding* machine to do your bookkeepipg, 
or you can use a calculator with a % printout tape, memory, and 28-digit 
* screen. There are also machines in between these two-extremes* 



<. Item. 




Cost 


« 

Used adding machine 


To buyr 


$10-$75 


New calculator with 
tape,' memory, and screen 


To t tent: 
, To buy; 


$30 /month 
$280 


) / Electric typewriter* 
(cost varies with - 
different features) 


To rent: 
To buy: 


$30-$60 /month 
$650-$1025 


v * » %he Fudge Factor 




# 



No 'one can' predict the future. You cannot know when your landlady 
is going to. die tfnd s.ell the building you're in. The 'costs of finding a 

,new office and moving may come to $3,000°. The fudge factor takes care " 
of these kinds o£. emerge ncTes. It is sort of a "tip 11 that you give 

.yourself for suA calamities. You just ad,d it right-on. to the* top of 
your frotal s£aijst-up expenses. * 



Costs of Opening an Office 



'It 



em • 



RENT for office 
(first and last month*) 

» 

SECURITY DEPOSIT 

UTILITY DEPOSIT 
including telephone) 

r s 

BU SINES S-L ICENSE 
OFFICE FURNITURE and 

Mother equipment- - 



ERIC 



$300 - $600 
$100,-. $200 



$25 - $75 
$ 0 - $2,000 
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* . ConmierttTs 
$0 if in your own home 



$50 - $200 $0 if in your own home 



$0 means you are good at 
scrounging, begging, and 
borj^owing. 

29 



ANSWERING SERVICE $30 /month 

PAPER and OFFICE SUPPLIES $100 - $400 

DECOR (carpers, plants, $0 - $5Q0 
pictures) 



ADVERTISING ( Ye ll.dv Pages $100 - $1,000 
newspaper ads, eftc) 

EMPLOYEE SALARIES until $0 - $4,000 

money comes in w 

OWNER 1 S PAY during ° $0 - $3,000 
plannir?!^ -~ 

FUDGE FACTOR $500 - $1,000 



Very necessary! 



You will be spending a let 
of time here. The place 

„. should make you happy, 

v 

A Yellow Pages listing ad, 
is an absolute necessity. 



It takes at least one 
month to get set up, 

"You-never-can-tell" money. 
Very, very important. 



Summary 



You need money to start a business. You will probably have ft to borrow 
from a bank or government agency. Now you know the kinds of information 
to give a 0 lender when you ask for a loan," 



7 
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% Learning Activities 

Individual Activities " w ' * ' 

1. Write a description of your business. It can be short, but you 

( 

should really think about* wi^at kind of bookkeeping service you »woulci 
like tcown. >Use your town or city. Put down a* real place where it 
might be located. - Here is what you should include. 

Name of owner: 

Name of bookkeepirJj^^eXice: 
Services provided: 
Location,: 

One or £wo reasons why this would be a good location 
Competition: ** 

Namies of other bookkeeping services ^ 

A bri§f summary on how you are unique 
Potential customers: 

Who will use your service? List'as many possibilities as you 
v can. ir 
♦ Strategy for success:^ 

What contacts do you already have? 

What is your initial plan to attract customers (see *Unit 7)? 

~ X * 

2. Now that 'you have a business description, you can begin to write a 
statement, of financial need. It is simply a list of tfie money you 
wil^L need. To help you, here is a list of so&e of the questions you* 
will need to answer. 

. a. Will you rent or buy your equipment? * 
;b. Will you rent office space or work out of your home? 
c. How much will you use on advertising (see Unit 7)? 
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Use the figures given in the previous pages to fill rn ^Kis state- 
„ ment of financial need. Use your imagination to decide what kind of 
fc business your bookkeeping service will look like. List the amount 

of money you have to invest from personal savings (total money on 

hand) and then figure out the amount you'll need to borrow from the 

"bank (total loan money needed). 

• - * 

*. STATEMENT OF FINANCIAL NEED 

item Amount; - Item Amount 

RENT + SECURITY DEPOSIT $ LEGAL AND ACCOUNTING FEES x 

UTILITY DEPOSIT < ' DECOR 



BUSINESS LICENfE ADVERTISING 

OFFICE FURNITURE OWNER'S PAY DURING PLANNING 

ANSWERING SERVICE * FUDGE FACTOR 

PAPER OFFICE- SUPPLIES 



TOTAL STARTING EXPENSES $ 
TOTAL MONEY ON HAND $ 
TOTAL LOA^f MONEY NEEDED $_ 



Discussion Questions - * 

1. Amanda Messersmith is thinking of opening her own bookkeeping \ 
service in Newark, New Jersey. She needs $6 t 000. c ^ 

• Amanda's uncle will give her $2,000 at 10% interest. He'wants . 
to be, paid back within six mpriths. 

• The t^ank will give Amanda a a much as she needs at 14% interest. 
She will have three years to pay it back. 

• Amanda has $5,000 saved up. It f s all she has, r and it took her 
five years to*save»it. 



Where should- Amanda get her money? Should she use her savings, her 
-uncle's ufoney, etc.? Discuss your reasons in class. - 



29 

32 



X 



2.' When Susaftwent to the bank to apply for a loan, she found *a lot'of 
questions about her "marital status," She wa<s married once, when 
she was a lot youngeT, and dfidn f t think* it was ari^ of' the bank's 
business. How* would you handle such a situation? 



Group Activity . ' ♦» t 

* Role play your loan interview with a, banker. One student should 
take the part of the bu^fiiess owner, and one student should be the r loan 
officer* Afterwards, discuss how each 'student played his or her part. 



*3 
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UNIT 4 



Being 'in Charge 



To help yoO choose the people who work for you. 



Objective If" List the information needed on^t job 
description. 

Objective 2: Choose the best person ^to work at your 
service from a list of three. 

V 

Objective 3: List two ways to put your new 
employees at ease. 
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MOVING TO THE BIG TIME 



Susaji discusses why she wanted to 'hire an employee. 1 

"Many 'bookkeeping services are run by self-employed people 

who don't ever bother hiring people. They start out by 

themselves and stay that way forever, when I decided to , 

hire another person part-time, it was hard for .me to figure 

out why I wanted to do it. I mean, I was handling all the ■ 
work myself and was doing fine*. 

"After one particularly monstrous tax season, I thought 
it was. time either to turn people away or to find a 
partner-rin-crime. (That's just an expression.) I decided 
that this was the time — either I was going to . expandVand 
hire someone, or I would always be a small service. , > 

"I also wantfS^ some s company . After**five or si# hours 
on the books, trie big numbers start square dancing, and the 
little numbersybtart to -disco. Just being able to -turn 
around and teJic to someone is a big help. l . 

. "I knew I was going to try to find a bright high school 
student or someone with somer college education. There's a 
little 'teacher' in me. *I wanted someone I could teach in 
my methods, someone who wouldn't be too stuck in his or het 
own ways. 

^'I also wanted someone who had an interesting hobby or 
an pxotic life, something that made that person different 
from me. When you work with people, you learn a lot about 
each other. I* surely didn't want a carbon copy of myself!" 

: c : : , 
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Being in Charge 



Hiring People to Work for You — a Big Change * 

■ * 

Many successful bookkeeping services are run by just one person, < 
People operating out of their homes usually do it this way. They/ work - 
.for themselves and have no employees* q 

But if you find yourself getting home later >and later every * evening 
and keeping^our lunch to a 10-miriute yogurt break, it may be time to 
$ire someone else. , 

The added advantage is" that you will have more time^to do the kinds 

of things that ohly you, the owner, can do. You can go out and^get more 

i y *» ° 

clients. You can take some time to re-evaluate 'the work you've been 
doing for your old clients. And, perhaps, you can take a little vaca- 
tion without coming back to a mountain of" work.- 

As you probably know, there is a lot more, to think about when you 
j * * -■ *• ' \ 

bercome *an "employer, 11 or a boss of other people*: 'For orie thing, ther&- 

is more paperwork — social security, income tax forms,^ pay checks, v aij£ 

hourly reports. For another, you have to learn how to "be in charge." 

For example, you have to decide what to pay for wages and benefits and 

how to handle personality conflicts. * • % 

Most bookkeeping service^ pay by the hour. An hourly- wage of $4-$7 
is average for a beginning booMceeper, depending on experience. Bene- 
fits are up to you. While youycan get away^withput paying sick* leave* 
and vacation p^y, these are no longer considered* "extras." You may want 
to wait for a trial period to make sure a new person will work out. 
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Then, of course, you have to establish an "employer-employee, rela- 
tionship. That's different from being friends* because you, and only 
you, arS the one re$ponsible for the success of the business. When 
someone does a poor job, you Jiave to be able to tell the person. It's 
hard t6 do that if you see the two of you as„ "friends ." 



> do th^t 



You have to deal with -people asking for raises, or quitting* or 
beinjz; chronically late. Every employer handles these things differently, 
but how you do it can make a big difference. 



Who Will Fill Your Needs?—Writing the Job Descfiption 

The rifst step in hiring someone i3 to write a job description . 
Listing^Jhe qualities you want in an employee is a good .way to begin. 

o This is Susan's list of what she was^ looking for in part-time help: 

• must know the fundamentals of bookkeeping, such as" posting 

' checks and' receipts (Susatf didn't v$nt to begin at '"ground . 
#r zero." She wanted the people w£o applied for the job to have 

some ^KDea^that they at least liked bookkeeping. She didn't want 
to have to teach, them the importance of accuracy and about 
different types of records.); 
' • must be good in math; . 

• ' must have neat hlSdwriting and want to be accurate; and 

• must be friendly and outgoing. . 

Here is the completed job description that. Susan wrote. 



PART-TIME POSITION AVAILABLE FOft BOOKKEEPER'S ASSISTANT 

.1 

Duties: Do daily postings. Additional responsibilities with 

training. ^ 
Requirements: Must have some knowledge of bookkeeping. Must be 

good in math. Must have n6at handwriting and be 

accura te . ' • *> 4 

Personal: Must be prompt and reliable. Must like a friendly 

office. ' ,fc * 
Salary: $§/hour starting pay. 
Hours: 20 hours/week — flexible 
Susan Haskell 

Independent Bookkeeping Services ^ 
398-8896 _ 




Eeny-Meeny-Miny-WBD ? • * 

Selecting the right person is a matter of experience. Your decision 
should be based on^lnf omlation you get from: * 

1. the application form; 

2. your interview with applicants; 

3. a math test (be careful — some very good people freak out during 
i tests);- and . ^ 

4. ch.ecking their work references. * 

C _ ■ 



Training the New People 

If you can remember what it's like to start a new jot, you probably 
will be a good boss. If you are like most people, you were slightly (or 
mbre than slightly! ) nervous. It seemed as if there was too much infor- 
mation to remember, and too much^Jtime to f of get it. You had a lot of 
questions and felt a little silly and stupid asking them. 

, 38 



Sometimes you can makq the first day for your new worker go a lot 
better just by telling him or her not to ^orry, to take his or her time 
and to ask questions. A good or even bad joke wouldn't hurt. 



GimW th e person something simple to do, not work from your client 
with the worst chicken scratchinp. Don't breathe down your new em- 
ployee's^neck but make sure you check his or her work. The first day 
talk more about accuracy than speed. 



A Last Word 

Although being a good boss is only one of a business owner's respon- 
sibilities, it is central to success. When the people who work for you 
feel good about their work, you'll discover the^personal rewards of 
being an etoployer. * 



Summary 



* Ap aa owner, you may firid yourself overworked and need Xo^iire an 
employee. ^Tp find the right persori, you will need to \frite a job 
description that includes duties, requirements, and salary. Selecting - 
the right person comes from experience. You will need to look at the 
interview,* application, math test, and work references. You will 
probably^be a good boSs if you listen well to your employees and if you 
can find ways to put them at ease. r 
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* Learning Activities , a 
• 


■ * * * 


* " ■* 

Individual Activities ' • ; 

4 . 




1. 


What are some of the reasons you might w&nt to hire another^ person? 


- 




What are some of the disadvantages? * . / 

* » ■* 




. * '2. 


*Susari sent her job description to the logtf&high school and *to ^ 


• 




junior colleges because she wanted to work with young 1 people.'' Name 

*• 

three other places you can advertise aji available position. 








3. 


Stisan did not Diit hpr flddrpfts nn fhp anS HoArn'nhi'nn x\r\ hUintr 






this N was a good idea?* Why^ jor why not? 1 




4. 


One of the things listed on -file job description is "must like a 






•friendly office." Do yon feel this is # impor taiit?. Why, or why not? - 

ft *. % * 




5. 


,Si>s$n sa^.d she wanted someone with an "interesting hobby or exotic 
life." Would this be important to ylxi dieil hiring a person to work 






for you? Why do you think this is important to Susan? 




6. 


Here are the applications of, Ehree people who applied for the job 
with Susan. After she spoke with each of them, she wrote down What 
she had learned i^ the interview. If this wassail you had to go on, 




t 


whom wotild you hire? Give reasons for your choice. 






\ * 

* » 


• 
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Name: Sid Shasta 

v 

Education: • Graduated from Union High School 

* ' Business major, one 'year of bookkeeping ' 
Work.Experiencg: , One year: $ales clerk in a hardware store 
One year: busboy in* a restaurant 

Math Test: 82% 

Personal Characteristics: Very outgoing. Likes to do gourmet 
• - , . s cooking; wa^ts $6/hr. 




Name: Roberta Rosmarin 
'•'Educatibn: Graduated from Union High School 
v % Math major, A average 

° Completed one year of junior college 
Work Experience: ^None^ 

•Matf^test: 96% * 

t % f 

Personal Characteristics: Has had two classes in bookkeeping, 

no work experience. Very t eager to 
\ . * leafru . .Shy. Good handwriting. Uses 
wheelchair. Has lived in Argentina, 
s _ v. speaks three languages. 




Nanjp: Sue Chow 
Education: Senior at Union High gchool • ♦ 

Mpth jnajor * 1 

Work Experience: . Pax t- time ikshier and bookkeeper's assistant 
^fcfa ^ ** n sma ^^ clothing store for two years * 

Matfi'Test;' 100% "4f *' 

Personal Characteristics: , Missed 20 days of school last year 
^ v ' V 'due to illness. Still looks sickly. 

Good handwriting. Paints porcelain 



figurines^ 
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Discussion Questions 



1. Your new employee is doing a great* job.' 'You ha\Te noticed* lately • 
that he particularly likes one of your clients. He keeps asking you 
about her. She al-so seems to be interested.' in him. How do you 
handle it? 



2. 



After going over some of the work of your new employee, you notice 
several large mistakes. She is just about to leave for the day, and 
you know- that she has an important date that evening.. Row do you 
handle it? ' • 



Group "Activity # 

How would you fire someone? 1 "Good-bye" is usually not enough. .Many 
people have realized, after they have let someone go, that tthey created 
a lot of bad feelings wheh they didn't. have to. As. a class, write a 
list of "Dos" and "Don'ts."' /Here are some questiortfe for ideas. What 
would! you* do about teralnatiorkfca^TJfcw much notice would you give? 
Wpul'dlyou 'tell the person why he or she-Vas being fired? 




Unit '5 



Organizing the Work 



To help you organize the work of a bookkeeping 
service. 



Objective 1: Fill out a customer work order form. 

Objective 2: Estimate the amount of time particular 
jobs will take. 




YOU Da IT. NO, I'LL DO IT. ' NO, YOU DO IT. 



This is*what Susan says about keeping books for a 
number of clients. "Sometimes I feel like a yo-yo, or 
' maybe it's more like 'an octopus. In one day I might do^50 
^or £0 little things. Or I may spend five or six hours on 
just one thing. I get interrupted by the*phone, by the 
doorbell, by the /street cleaner? who don't care that I'm 
checking the same work for. the seventh tjlme! 

"Keeping .books for one company is so different from 
running a service for man^ customers. At one company you 
might have to organize things once and then reorganize a 
year later. But in running a service ^ each client you have 
does things differently., I had. one beauty shop owner who 
wouldn't so much as count the money at the end of the day. 
Then I had one natural foods store that kept triple-entry 
books—TRIPLE! And, if you can believe- this, I had- one 
client, an old man, who had two checking accounts. He used 
one for a week and then the otfcer the next week. He did 
that so one could ? sit still/ as he put it. He never did 
overdraw* but what a pain that was for .me. 

"So, besides organizing your office, 'you have to 
organize you£ clients office. You have to show, clients 
how to keep their records straight — and that's a $ery 
tricky business. They may not want to put all the infor- 
mation you need to have on their invoices. 

"Another big problem is getting used to the .dead- 
lines. You know that in February, March, and especially 
April, you f re going to be a loony. Ypu start preparing for 
this in December. In January it's the W-2 and W-4 recon- 
ciliations that ar e 8°ing to drive you crazy. June ends- ' 
the fiscal year. * The only other big> months are the ends, of 
the quarters—March, June '(again),. September , .ao^^December. 

"August and October are usually times you can put your 
feet up for % a spell. But not for too long — a monthly 
balance sheet doesn't come out once a year!" 



erlc; 
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Organizing "the Work 



Setting up Your Clients 



The first time a client comes to you, you have to play "20 ques- 
tions." He or she may just want you to do the quarterly and annual 
statements • A new business owner may want^you to^design and set up the 
entire bookkeeping operatiqn. Susan was asked to design. a potter's 
vrtiole system and then teach her husband* the system so he could do all 
the posting, * * x . " 

You'll also need to find out what *the . client \wants his or her book- 
keeping system to do. Doe^s the person want a cost analysis and detailed 
profit ratios, or does the client just want to satisfy the Internal 
.Revenue Service (federal taxes)? * * H 

*The system you set up must be adequate, easily understood,, kvtd 

adapted to the needs of the client. ^You can never have enough* tact when 

> * \. '■■» ' 

•presenting your new system. % 4 , V C V 

vN . ' * 

Here are some que$£ions you will have to ask your new clients, 

1. What are all the reasons you wSftt a bookkeeping system? 

2. Do you pay by check or by invoice? 

3. How do you record income? 'by bank statement?' by receipt? 

4. Do you have employees?, , *. 

5. What different 'taxes dp you have' to pay? 
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Setting up Yourself 

Almost all bookkeepers agree thafe the time they put into organizing 
their^6f fices is time they get back in triple by not having to look for 
things. .Here lis a list of helpful hints. 

• • As much as possible, use the same forms ajid the same kinds of 

recordkeeping books for each client. ' \JS£ 

• Keep a book eft* all forms designed for your own as well as for * 
your^clients 1 use.. Each form should be numbered. "Put down the 
name of the printer, the price you paid, and the quantity of 
each form you bought. 

• Set up a file of accounts (with numbers for each account). Then 
you can design a master chart as the groundwork for any new sys- 
tem and change it to fit in new clients. 

• Keep time cards on the work you do every day. * Your mgney comes 
from doing a little for this client and a lot tor that .one. You 

t have to know which is which.. If there's a fire^sWe the 



lese 



records first. 



Setting up Your Workers 



If your employee has to ask ydu to find every\set of books that is 
being jised, you are losing money.* 



Within the first week of employment, your new worker should be able 
to find almost anything he or she weds. Employees, should all have 
their own equipment and, if possible, their own phonej. 

X 
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What Work Comes First? 



Almost all bookkeeping work is "deadline" work. » And while that 

seems* hectic: you do get used* to it. 

*• * 

Most bookkeepers will tell ypu that they organize their work by 
demand. If Sara Doctorow is calling every other day for her P/L state- 
ment, you do that first.. If Ira Jacques is pestering you for his pay- 
roll and he screams louder than Sara, you do that first. 



Luckily, all— your clients won't have the same deadlines. Some like 
their statments on the first of the month, some on the 15th. After a 
while, you will probably get into a setr routine with your monthly « 
clients. Those who come in only at the quarter or for taxes will be 
squeezed in between them. And most bookkeepers just know that in March 
anc^pril they will probably put. in 10- to 12-hfiur days (if they are 
lucky) . 8 



Keeping Track of It All 

» I*- 

The a 11- important time card is a must. At first, you should 
probably make it more detailed rather than less detailed. Here is a 
copy of Susan's time card for M[arch 4th. : * * 
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A 



Date: 












March 4 


t 






Susan 


Billable Time 






t - 




Time 
Begun 


* Time 
Ended 


Client 


Description 
of Work * 


. « 

"Form 


Time * 


8:30 


j 

. 9:30 - 


Gross Food ftarket 


t 

Erit.. Daily Sheet 




1 hr. 


9: 30.; 


10:45 


Pamela's Sporting 
Good's 


Reconciled bank 
statement? enter 

tin r\3 i n i nifA t /> a b 
UlipctXU luVUlCcS 




Ik hy. . 

i. 


10:45 


12:45. 


Simon 1 s Flower 
Shop 


Post ledger 
Trial balance 


BS-3 
PL-3 


2 hrf 


1:30 


3:45 


Handy Hardware 


County tax returns 


910 
911 


2^'hr. 


4:45 


5:15. 


•Dr. Howard Graves 
* 


Telephone conver- 
sation 




h 'hr. 


foon-billable Time 








3:45 


4:45 


* « 


Redesigned Yellow > 
Pages ad 




1 



And Finally... Your Library 



A modern up-to-date library is .necessary •* For those questions that 
you cqn't answer, or fpr those *times that you need to understand some 
lijjtle-used form, you need a modern ^oolckeeping library. For all your 
tax work, you will probably subscribe to a tax service that gives you 
up- to- the- second changes in the tax laws. There are many standard texts 
on bookkeeping and accounting that will save you time. You will 
probably want to hav|^some books on. business management and financial 
^planning; 
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Sutanary 



1. Wheji you get a new client * you will want to' spend some time with her 
or him to set up the right system for that particular business. 
You 1 11 save time by organizing your office *and the forms you use as 
carefully as possible, •* ' * 

Your employees should also understand how your of f ice^.works. v * 
Work is usually done according to when it is due. 

You must keep track of the time you spend on a client 1 s books. The 
time card is divided into billable and non-billable hours. 



2f 

3.. 
4. 
5. 



6. You will also need a bookkeeping library. 



ft f 



\ < 



9 £ 



I 
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Learning Activities 



Individual Activities 



1. Why should each client be treated individually^? Do ypu think that^ 

mSakes your work easier or more difficult? 
1 ir 

2, SusVn keeps a time card for each of her. workers and for Herself. 
Why do you think she divides the time into "billable 11 and "non- 
billable 11 hours? 



3. Most bookkeepAM agree\£tret they would rather have a lot of monthly 
clients, rath<*i$ than qti^rterly or yearly clients. Why do you think 
this -is so? 



Discussion Questions 



1. Joan S tea 1 we 11 has come to you to do her bookkeeping. Everything is 
goyig fine until income tax time.' She w^nts you to add a little 
here and' there to her deductions. She claims thafshe's never been 
audited. You won't even have to sign the return. She just wants 
yotr to play with the figujes a little. What do yoi^ tell her? 

'2. Ira Moaner complains about his wife every time he comes in. Finally 
his wife comes in to pick up his business statements. She tells you 
that he didn't have rhr^iiimc Tflri nhr is doing^him a favor. How do 
•you handle it? * , * 
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Group Activity 

_ _ * * 

Part of your job as an. owner will be to do many things that keep, the 
business goin^ Here is a list of some of them. As a group, see if you 
can estimate the amount of time you would spend oi^each of them. 
1. Writing out the weekly payrdll checks for four employees 
2., Calling the Yellow Pages ad consultant about redesigning your ad 

3. Dealing with an upset client whose .prof its are declining 

4. Talking with one of. your workers who came in drunk 

5. Meeting with a CPA about the new tax cofcrse offered at a junior 
college 

6. Reading the morning mail --three bills,' two letters, and six 
pieces o£ junk mail ^ 4 ^ 

If this happened all in one. ~$ap (which is not likely, but possible), how 
much time wouljd you 3iave left for doing thejboojekeeping work? If you- 
were completely "swamped with work, which of \hese tasks could be put off 
for another day? 



UNIT 6 



injg~Tri 



Setting Prices 



doalj To help you decide how to set prices, for your book- 
keeping service. u * 



/objective 1: List three things to consider in 
-setting prices for your service.' 

Objective 2f Set prices for your bookkeeping* se 
after bfeing given certain f actsl 
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JUST WHAT IS A BOOKKEEPING SERVICE WORTH? 




Susan tells how she decided on her prices • "Whenever 
people ask me about pricing/ I .tell them to work at if for / 
six months 'and ^then to start charging!' You just Can't* tell 

what's fair. , 

* ■ , 

"Before I set my prices,, there was sort of a tennis 
match.going on ii) my head. -'If I ask for $12 an* hour, they 
won't come back. If I don't ask for at least $12 an hour, 
I won't make my rent payments.' Back. and forth it went. 

"Some people don't charge by the hour. They think it's 
too much of a pain. When they get a new client, they,, do 
his or her work for a month or so .and set a monthly fee. 
Every month the client is charged the samfe fee. I suppose 
one could do it that way. lYou'd have to learn not to 
complain during tax -.season when the client was still' paying 
you the same amount. 

* » 

"You also have to^figure out what your bopkkeeping 
service is 1 worth. 1 There really is no one price; When 
Alan came to see me, he had hardly any mpney and wanted to 
try to set up^ a us^d bookstore • He knew he needed a book- 
keeping service but didn't have much-money to pay me. I 
decided I wanted to have him as a client and watch his new' 
business grow* It feels good to be a' part of m that. So I 
charged him less. We agreed that as his business improved, 
I would charge more". It was worth taking ,the risk; 

"I remember the- first time I did my , break-even analysis 
(that means ,foow much business you have to do, to pa^ all offc 
your bil Is at the end of the month)-* I was really surprised 
to find out that" I had close to $1500 a month in 'expenses. 
It made ma think a little. I couldn't take on as many uaed 
bookstore owners as I would like to!" ^ 
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Setting Prices 



The Questions to Ask 



People go about setting prices for their bookkeeping services in 
slightly different ways. EVeryone, however, wants to make enough money 
•to stay in business and go to a movie once in a while. These are "the 
most important questions to ask in determining prices; 
What do others change.? 

What is your break-even point^to cover your expenses? 
How ijhich profit do you want? 

, Will you charge an hourly rate or a flat fee? 

* * 
What factors will make your prices go up or down? 

How will ^ou arrange a price agreement with your client? 

• ' *" 

What do others charge ?' Inmost businesses there ia the "going 
rate. 11 It is the average that is charged by other bookkeeping 
services.^ All you have ,to* do is caliper go to th$ othe* services in 
your 'area (your competitors) and ask what they charge for their ser- 
vices. ■ In big cities the "going rate" is between $12^and $18 aiNvour. 
People who work in their homes can genera l£y charge less. ' 

The break-gvety pdint . Most bookkeeping services charge by the hour 
so they do not lose money when avjob take^longer, although some clients 
may .have a monthly fee. > It is; possible 'to -find. out how much it costs to 
run your office for eachrhotir you are open. 

* *« * 

Just what does it cost to keepr ypur business open every hour? Start 
with bills you pay .by the month. Monthly expenses are the bills that 
come every month: rent, t electricity, phone, garbage pickup, ' salaries , 
rental charge for ydtir machines, .Yellow Pages ad, cleaning service, and 
answering service. When you get the total for your monthly expenses, 



divide by 145 hours in a month. That becomes your hourly expense. 
(There are actually 168 working hours in a month — 8 working hours/day x 
21 days/month [21 is the standard number of working days/moitthl. 
However, you have J:o allow time for coffee breaks, talking on the -phone, 
and Socializing" among employees. Therefore, 145 bours is a good 
estimate to use for the number of money-making hours per month.) 

r* Then think about your yearly expenses — these are bills that come 
once a year. You have to find out how much they cost per hour too. 
Examples of year ly\expe*ises are insurance, tSxes, advertising campaigns, 
goodwill activities%\paper and other supplies (ojrdere'd^ f Sur times a 
year)., and a service warranty on equipment.. This has jtp be divided by 
1740. That's the numbeg of hours in a?year! (Multiply 145 hours/month 
by 12.) 

* * ^ 

There will also be other jnoney spent or lost . , These items are not 

exactly "bills. 11 They are ways your business loses money every yekr 

even though a bill doesn't come in.. They have to be counted as expenses 

too. Examples of these types of. expenses are theft, biHs that 

customers haven't paid, money lost because equipment *R*getting older 

(depreciation), vacation time, and sick leave. This has to be divided 

by 1740 also. * 

Here is a part of Susan's expense sheet and the "cost-per-hour" of 
each expense. 



Item 



Rent 



Cost 



,„ $300/mo 



Math problem 




Cost per hour 



$ 2.06 




Salary for $2,610/mo 
2 Employees 



Yellow 
-Pages Ad 



$60/ mo 



$2,610 
145 



$60 
145. 



$18.00 



$ .41 
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Paper& -$l,000/yf * ' $ .57 

Supplies , . I •■ ' . ^' 740 



Insurance ^$250/yr ^50 ' $ ^ 



Bad' " , $200/yr ^ * -i^OO' -' 

Accounts 1 1 » 740 



$ .11 



. When Susan added up these costs and her other- expenses , she came out 
to §10 per hpur, not including her. salary. For her to break "even ,,, she 
needed to make at least $1450 a month '(145 hours" x.'$10/hour) . That 
doesn't count eating, payiag her own. rent on her apartment, or a any of 
her other personal bills". . 

* i a> 

• v ' 

Usually yoii won't be able to get enough customers at the beginning 
to fill up all your billable. Kours and break even.^ You can't charge the 
customers you do hive super-high rates, eitljgr,,to make up the , differ- 
ent^. Eventually, however, you'll need to bring -in an attractive profit 
* . • • * • - 

every month to make it all worth your time, Th^nk of this, too, when 

setting you-r prices, and add in a few. dollars, an hour for profit. For 
♦example, Susan could charge her clients $12 an hour. 



* 1 Charging by the Hour or by the Month . Only ^jexperience_and~time will 
tell you which, way is best for you. For now, you should know the , ' 
difference -between thejjwo. # 

. By -the hour — You keep a time.carcl of all the time you spend doing 

any kind of-work for 'each ^client. ' You tell the client your fitted 
• ' * * ■> 

*rate per hour. At the end .of the month, you &ive your client a bill 

* ' ■ f or^the ^number of hours you worked . , < 

- Advantages —You .never worker '•free 11 because you told a client < 
a price for the month and'th^n worked too long for the amount 

* ■ X • ■ -» f y > 

you. told him or N her. * 



Disadvantages — You havfe to keep trac£ of all the hours. Your 
billing system is more complex, because each bill will be 
different .\ > , 

» 

By the' month (also called flat fee ) — You charge a client one price 
every month to do whatever is necessary to complete his br her, books 
Advantages — Y our client doesn't get; any "surprises." Most small 
businesses like that. They know that for $50 a month", their 
bookkeeping is handled. 

Disadvantages — It is much more difficult to set a fair price for 
yourself. You have to be good at knowing how long someone's 
books are going to take. You have to decide exactly what your / 
client wants, and you have to decide whether to include any tax 
work. (If you don't, April can Vkave you feeling very hungry 
and very overworked!) 

flore on riding the price elevator * Going *up — You can charge more if 
you have prestige and a good reputation. What things give you prestige? 
Having your own office, tor one. It makes you seem more professional. 
So while it costs more to rent, you can charge mg£g to your clients. 
Offering a complete service, including taxes, systems ^design, and per- 
sonal financial consul ting* will also give,* you prestige. You get a good 
reputation by offering honest u accurate service.^ To put it* another way, 
trust, is worth money. " ' 

,~ Going down — If there are lots of other bookkeeping service's in your 
area, you may have ^to lower the price. If you ^ork out of your home an£ 
have fewer bills, . you can lower the price without cutting into youV , 
•pxofits. * , " 



Setting up the price agreement . If you v charge by the liour, tell 
your client^ your hourly fee at your first meeting. The flat fee isn't 
usually, decided on unti^ a three-month atrial period has passed, at I6ast 
in* 'the beginning. Later you will probably be able to quote monthly fees 
inore accurately -the first time around^' , r 



But no matter how you charge, you have to agree on what amoynt of - 
bookkeeping will be done for thaj amount of money. Will it include 
taxes? payroll? all posting of daily ^transactions? Will you do profit 
ratios? or just P/L statements? As you will find out, "doing the books 
can mean lots of different things to your clients. 

A Final Note~Tax Season * 

t * 
Tax season, that wonderful time between December and the following 

April^ can get pretty crazy. Susan had a separate price list for doing 

taxes. Here is vrtiat she had to do in preparing a tax return. '« ^ 

Study tax lawfc 

Prepare the return • 
Maintain her tax information service 
Go to tax law classes 

Carry, an extra work load during this season 
This is Susan's standard price list. * * w 



Straight bookkeeping '$12-$18 an hour 
Monthly fees (vary; they are fixed 

after a trial period of three months) . „ . - _ , . 

faxes ♦ " *» 

1040 (short fora) $18 and up 

1040 (long form) ^ - $40 and up, 

Income averaging * w $15 arid up*' 



Summary * * » * - 

« \ 

lm Setting pricing depends on: 

a. what others charge; » * 

b. what your break-even point and your profit j^oal are; 

c. whether you will charge -an hotirly rate or a monthly rate; 
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<U„other factors such as reputation, prestige and the location of 
* your office; -and' # ' 

e. the price agreement you set up with a client.' fj 
Most bookkeepers have .special rat^s for the' different forms to be 
filled out during* tax season. * * 




fcearning Activities 



Individual Activities , 

1. What does the term "break-even point" mean? 

9 9 

2. Why can a service ^that is run out of th^. owner's home charge less 
without making less' profit ? 

t t ' i 

3. Name two kinds of expenses that have to be counted that are not 
"bills." ' . • 

A 4, ~Why do flfcst bookkeeping- services charge differently during tax 
, season? . 



Discussion .Questions 

* ^ 

1, -Many pepple, especially women, have a hard time charging what they 

feel' their service is worth, 'Why do you think this is true? How 
can this be prevented? 

• ♦ < - 

2, You havfe set up your service; with a beginning fee of $13 an hour. 

After figuring out, your break-even point and £tfd<ing more for profit, 
si you feel this is a< fair price, Harold/Whitewall comes to you as a 
new client. His. books will probably be easy to do, since he already 
has a*good system set up. He tells you he is wl-lling to pay you $il 
an hour for three months to see if he likes your work. What do you 
tell h£m? - 
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3. There is a new bookkeeping service 'in your small town. The owner, a 
man named James, is charging ortly $9 an hour. You're not sure there 
are enough clients for both of you. Are you going to change your 
rates? Why, or why not? • ' 



Group Activity . 

Here are some "facts" about your business. Each month you pay $560 
in bills. Each year you pay another $1,680 in yearly bills. Other 
amounts you lose through depreciation, bad accounts, etc. amount to $420, 
Figu re out how much you need to 'make per hour to break even* Remember, 
there ^re 145 billable hours in a .month and 1740 billable hours in a 
year. Other facts to consider are: you are just starting out and have 
had only five real clients of your own since you opene<J. your* business. 



\ 
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UNIT 7 



Advertising and Selling 



Goal: To help you- learn different ways to advertise and 
sell your bookkeeping service. * 



Objective 1: Tick a good way to advertise a new 
business given a set of facts. — 

Objective 2t Design a printed ad for your 

bookkeeping service for the Yellow Fages of a 
telephone 6o6k. " 14 , 
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ALICE ( SAID YOU WERE GOOD, SO YOU T4UST BE GOOD 



Susan describes advertising and promotion. ""This 
business isn't like having a dry-cleaning business or even 
a plumbing service. People don't, turn over their financial 
records to strangers. For the most part, they don't. look 
up your name in the phonebook and then call — not unless* 
they are very new in town and don't, know anybody . 

"Most people will ask their friends or their business 
acquaintances. The butcher will ask the baker, ^'Say, who 
does your books? Is that service good? Do you trust the 
owner?' -Then- the baker, who is your client, recommends you. 

"Now, of course, comes the questioti, how did ^the baker 
come to me in the first pi-ace? * Well, in her case I knew ' 
ker from our being' on' the volunteer^ fire fighting squad 
together. That was three years ago. Besides the butcher, 
she has alsp sent me -her brother, a hairdresser, and her 
mother, who runs a catering service. That's the best r 
advertising there is. It's called 'word of mouth.' 
However, jjgu can't depend on word of mouth to bring in 
business irl the beginning. 



<• "I'll never forget the'first day I decided to go out 
and find newfclients. I wad still in the- planning stages — 
I had put down tfre.first 'and last month's rent at my office, 
and "I had arranged tfte ad in the Yellow, Pages. It* was time* 
to go out and meet people. ' 

"I had business cards, *of course, and I kept a small ad 
in the weekly newspaper as a reminder.' I went door to 
door. _I told all the businesses I went into that I was' 
opening an office'in the neighborhood. I ■ to Id theur that 
did taxes and all bookkeeping se,rvices* I told them . I 
would notarize documents free for the next four months. I 
tried to be friendly and tell people'a* little about myself. 

/'Sometimes, I think I came on too strong.. I w£b so 
excited about leaving my job and so scared" that. I 'm sure I 
sounded weird. Eventually, though, about five of the people 
I saw on that first day became my clients. Not bad"/ for 
someone as green as I was." . , 
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v Advertising and Selling 


ft 




Every service business nrfeds clients. Until you have a number of 




f 


*. , » *- * 

( steady clients, you nped to spend some of your time, enfergy, and money 

get ting. the word out. *Even after your business is rolling, you may want 

to continue to advertise in various ways. 


* 

* 




A Bookkeeping Service Is Different 






• _ * 

Bookkeeping services are not like hamburger stands. You can't go 


- 




out -and advertise that you have cheaper faster , or greasier service. 






•There is an air of professionalism and ethics about a bookkeeping ser- 






vice; You are more like a dentist or a psychologist. You may spend a 


• 




lot of time advertising yourself, tut you will probably do° it more. 




s 


quietly. , You* will most likely get the word ~out by: • ■ 

1. mailjLng out announcements for the opening of your service; 

ft 

2. ' having an ad in the Yellow P'ages; 




t 


3. making calls oh other/businesses; and ^| i 






s 4. being an active member of community projects that interest you. 

* ' J - % 
■v . . fc 

> - ' *■ 

Tel,l Everyone-^Even Your Mother '* ' 

r * 


f 


• 


• 




4 3 The JFirst step in your advertising campaign will be to tell everyone 






you know that you 'ajre going into business. Design a small card with the 






name of -your business, the addr.ess, and telephone number announcing the 




: ' . r - 


opening. You can say. other things on it, but it should look profes- 




sional. Day-glo colors are probably hot^he best idea. ' 


t 


>. ^ 


• • 

V 

4 

* 
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Send ' it to everyone you, know — old high school .buddies , your piano 
teacher, members of your old scout troop,. your barber, and your 
"V brother's old girlfriend. Most people will, be pleased to see that - 
you're doing something wortTurfiile. T^hey will also be glad to know a 
* bookkeeper so they won't have to go to a stranger . 



Get a Yellow Pages Ad » 

The Yellow Pages. sales department will help-you design an ad. But 
you need an. idea of what you want. Let's consider the parts of an ad. 

v What's the most important information to include? For a bookkeeping 
service, both your phone number and yotjjpr address are important. You 
, must tell people: - 

• who you are; ^ , 
1 • where you are located J > 

• what services you provide; 

• what liours you are available; and s ° - 

• why someone would *want to choose your bookkeeping service. 

The~ad-must be eyercatching, simple, and honest.' * , ' 
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Go Out arid Meet Potential Clients ~ 

*f. z — 

There is no better way to Vet clients than to go/out and meet them. 
You should start^in the business district neajrest you^r office .and knock 
on pepple's doors. Ne€tfTess to say,, you can't wear your jogging 'shops, 
even^though you may walk a lot. * < 

" - . 

What you can't do .- You can't offet to be^ cheaper than a business 's 
present bookkeeper. .Good bookkeepers don't start out by "stealing" 
clients. It doesn't speak well for their honesty. You also^can't do a 
hard-sell approach? That means that you can't come on .like a desperate 
used-car salesperson* * . 

\ - V 
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What you can do .~ You can introduce yourself , tell these potential 
custodiers about your service, and leave a card. You should b'e friendly 
*4n!i open. 



Get Out and Get Ground 

! — 1 



I - You don't h'ave to be^a compulsive "joiner. 11 You 3on^t have to col- ' 
i lect for every charity or be on every election committee. You should, 
however, be Visible. 11 Do some "indirect 11 advertising. You should join ^ 
a few "groups that interest you. Many business deals usdd to be made on 
the golf-course. Now they are also being made at cooking clubs. The 
mo're people'who know you, the more people there will be who will think 
of you .when they want a bookkeeper. * 



Sunmary 



1. A bookkeeping service needs to get the word out itv a professional 
way . * . . c * ■* 

2. You shpuld'-announce' the opening of your service by telling everyone. 
3; 'You wilL also need to design an ad for the Yellow Pages; 

4. You tfilk have to go out and introduce yourself to the"' Easinesses * 
near you. *•• • ' * 

5. ^ou should join clubs and groups" tjiat interest you. 

; '. v.- " " , • . 
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f Learning -Activi ties 



Individual Activities > ■ * ' 

i. . Design an ad for the Yellow Pages. 

• Use 8*£ M x 11" paper. (Most people use paper bigger than the 
actual ad will be. ,A special camera reduces the size later.) 

• Be sur§ to include the five parts of an ad: 
headliney-ttie largest letteys should be eye-catching; 

. ijlustration-^a, drawing; 

copy — wose^ you use to, describe your service; 
layout — ftpw you arraftge your ad; and 

.identification — ypjlr business 1 name, phone number, and address. 

• Iliclude a\l the -kinds of information described on page 67. 

■i 

, Even if your artwork is' not perfect, draw a sketch to show your 
ideas. 



?♦ Call the Yellow Pages sales department in your area*. Ask for % a 
pri<ce list on different-sized ads. 

• , * *» * 

3. Name three ways to inf orm^people of your service* * 



Discussion Questions V ' * 

1. It has been said that, independent publrc accountants, lawyers, baflk 
credit of ficers,* and insurance salespeople are good people for 
bookkeeping -service owners to know. Discuss why this is true. 
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2. Discuss a good introductory advertising strategy' for the following 
\ new bookkeeping service owner • 

s. 

Mark We its! wants to open a bookkeeping service. His wife just 
v. * . 

accepted a position as an intern at a hospital in a town where Md*k 

knows no one. fthat should he do to .get the 'word out. that there is 

new bookkeeping service in town? Cart you think of .any special 

things he could do because his wife works at a hospital? 



Group Activity \ • 

.Many dentists afre beginning- tor advertise in neyspapers offering 
special, discounts* The practice is frowned upon by other dentists, who 
do not consider it "prof essional/* What- do you r think of using the same 
kind of flashy advertising for boQkkeeping services^* 
*< ' ■ * 

- Think of some community activities tjhat you could get involved in 
that, would be "professional" but would increase yqur "visibility." r 



UNIT 8 



Keeping Financial Records 




To tielp you learn how to keep finaricral records for 
a bookkeeping service, 

Objective 1: Compute how much a client owes you and 
fill out the bill. 

Objective 2: Fill out a daily cash sheet that 
recd.rds money coming, into and going out of the 
business. v. , 




THE DENTIST 1 S TEETH HAVE TO LOOK GOOD, 
AND SO DO THE BOOKKEEPER'S BOOKS 



A, 

Susan discusses how she keeps her own books. "There's 
an old saying that the shoemaker's children often go bare- 
foot. For some bookkeeping services this is true, too. I 
know a few bookkeepers who alway^turn in their taxes 
late. All their clients' files are in good shape, while 
theirs are a mess. 

"^In the beginning, I had so few clients and was so 
excited about doing their work that I often-left mine for 
last. There was a month or two that I just forgot*about 
mine. It's ridiculous. It's sort of f like a doctor smoking 
cigarettes. He or she is telling other people what' to do 
and^not following that same advice. Now I do my books on 
time. How else am I going to know how the business is 
doing?' 1 
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Keeping Financial Records . . 

* " 

If you are already a student of bookkeeping, this unit will probably 
seem very simple to you because you have already been introduced to cus- 
tomer billing forms and customer account forms. It is included here for 
those' people who have not yet had any bookkeeping at all. , It will give 
them a chance to "keep the books," if only in a simplified' way . 

f * ' 

\ 

» >■ 

How to Bill • > 

How your biir* looks depends on your method of pricing. Every client 
should' have ^a J>ill so that you have a re s cord of what you^iave done for' 
that business or individual. , i 

•A bill should also be itemized . You need to write down the reason 
for every charge. There will be some clients who don't mind "Services * 

rendered $75.00." But there will be others who want to know if 

this charge is fo^r doing the payroll, for various tax fprms, or for^ 
quarterly statements. ' ^ ■ * 



Keeping Track of the Work 

. tfach client will need, a customer account f.orm. The daily time card 
stating the time spent on each client must be transferred to' "Accounts 
^Receivable." Every client has his 'or her own page with all the charges 
'and time spent clearly entered. 

HereVs a monthly bill for Simons Flower Shop. This is an old ) 
account of Susan 1 s. The owner has a set monthly fee. Susan also does 
all of his. tax forms, *and he pays f or' that separately. 



CUSTOMER ACCOUNT FORM 

Cus tomer : ,*J utmt^ ^^au^J >$JLgx>> > 

Rate; A (ep/rh*x£/L> ^ ,ts Payment Due Date: ApyrlZ, / 



Date 



3^1 



Description 



Hours 



Amount" 
Charged 



Payment 
Received 



Balance 
Due 



2U& 



Jet 



HA. 



±J*o_ 



no 



i v 

The Daily Cash-Sheet — More Practice 

Another form that you might want to practice with is the -daily cash 
sheet. .It is filled out at the end of every business day. A sample 
appears on the next page. On August 14, Susan received a total of 
$355.00 in c'ash. She received checks in the mail for $91, $39, and $105 
for past work. She also made out the following checks; 



^ Sa]J.y Woodsmith (landlady) 
Wholesale Office Supplies * 
University Book Store~ 
The Copy Sho£ * 
4t Total 



$300.00 
125.00 
' 80.00 
50.00 
$555.00 






DAILY 


CASH SHEET 








s Cash Receipts 




• t 

Cash Payments 






vuO 11 uQ JlCO iff 


355 
•j j j 


Salaries 








Credit Sales 


235 


Building Expenses 




300 








Equipment and Furniture 










V 


Books/and Supplies 




205 








Advertising 












Other (printing, insur- 












ance, etc. ) 








TOTAL CASH RECEIPTS $ 


590 


TOTAL CASH PAYMENTS 




555" 





If you look at this, it doesn't seem as if Susan made much mopey. As 
you know, most businesses do not ldok at their profits on a day-to-day 
basis. For that, Susan will have, to look at tjer monthly and. yearly 
profit/los^s statements. That* is discussed in the next*unit. She will 
use her daily cash sheets to help her keep monthly and yearly records. 

r s 

Another. record Susan fills out from time to time is the balance 
sheet. This also helps heT see how her business is doing. If you do go 
intp business for yourself, you will need to complete a balance sheet at 
least once a year. * m , t 

Summa'ry ' » 

r ft * m 

w • 

1* A bookkeeper should not; let his or her own books wait, a ^ 

2. All customer bills should be filled out monthly — and itemized, 

3. Th$ daily cash sheet should be used to r^ord each day's casri 
receipts and payments*^ 



) ' 



Learning Activities 



Individual Activities 

1. Even though Susan charges Simon's Flower Shop a monthly fee, why do 
you suppose Qhe keeps track of the hours per month she works for 
him? She's not going to get any more money if she works more hours, 

• 

2. Susan told Simon ^to write out a separate check for his tax work 

m rather than lump it all together with his monthly fees. Why do you 
think she asked him to do this? « 

3. Here are the money transactions Susan had for May 16. 



Checks received 



Willy Smith 
Pamela Weisse 
Al -Fukawa 



$426.00 
78.00 
45 5; 00 



Checks paid 



A.R. Typewriter Service 
All-Farm Insurance 



$560.00 
* >• 83.00 
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Fill out the following- daj.ly cash sheet. 



DAILY CASH SHEET 



Cash Receipts 



Sales 



TOTAL CASH RECEIPTS $ 



^ Cash Payments 

* 

Salaries 

Building Expenses 

Equipment and Furniture 

Inventory or Supplies 
* 

Advertising 
Other 

TOTAL CASH PAYMENTS 



V 



Discussion Questions 

1. Many bookkeeping services will sign checks for their clients. Others 
' refuse to 'do this. They will make out the check and wait for their 

client to sign it. Why do you think bookkeeping services do this 
differently? What are the advantages and disadvantages o£. eac& 
system? ^ ^ 

2. Tight ^illy *never offers credit. She wouldn't care if you were * 

David Rockefeller. She claims that the, bad accounts are not worth 

** ■ ... * 

it. Loose Larry gives credit as if it were water. He says it makes 

people feel good about^hemselves and brings in lots of business. 

Where d<Xyou fall? What would be the things you would look for in a 

person tfta£, would mafee you decide to offer him or her credit? 



Group Activity 



Many times people are given credit or not given credit based on 
people 1 * prejudices. Women and minorities have had a particularly hard 
,time getting credit extended to them. , What effect do you think this has 
on the people who are refuse4 credit? 
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UNIT 9 



Keeping Your Business Successful 



Goal: To help you learn how to keep your business "in the' 
black." 



\ 



f 



Objective 1: Figure out the'net profit, profit 
ratio, and expense ratio after being given a 
specific business situation. 

Objective 2: Tell at least one way to increase 
•profits in a business that is losing money. 

Ofc^fective 3: Tell a way to learn more about advanped 
bookkeeping. ; 




/ ■ 



7$ 
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#kx>.ooo 
qo.ooo 
80.000 
70,000 
60.000 

50.000 
40.000 

30.000 

♦ £0,000 
( O.60O 






YOUR. MIND IS YOUR ONLY PRODUCT 



^This is what Susan says about business growth, "In the 
beginning I would 7 set up little,goals f6r myself. I'd' say, 
'I want, to have 20 monthly clients by Christmas'. ' * Or I'd/ 
say, 'This 9 tax. season I want to do at least 30 returns,'*' 
I just thought about having more clients, not about doing 
more for them'. I 3ida't think about changing the kind of 
s'ervipe I w^s offering* Growth, however^, doesn't always • 
mean get ting^ttlgger . It .can al'so mean getting strohger or 
getting more efficient. ' \ ^ ' * 

"I rememberV last year's tax season very well. I 
decided to join a computer tax service. I thought, 'There 
go my profits. T The computer service charges $14 a 'form. ' 

-That idea ended. up making me money! I supplied the 
numbers, and- the/tax service checked my ma£h*and filled out 
the forms. I, spent much le§s time typing, and that gave pie 
more billable hou*s. c WHat I thought was going to be a big 
expense and cut into my profits has turned out to make me 
more efficient. I'll take on about 100 clients this tax 

-season, as opposed* to the 70 I us 4 ed to do. y 

"I'm also tafcirig classes to expand my business. When 
you offer a service^ your 'product' is your brain. If you 
' want to offer a bett^e^ product, you have tQ improye your 
_brain a little.. If Vou can study advanced recordkeeping, 

- the principles Vf small business management, or economics^- 
*you will be "able to ojffer more and better advice, to your 
clients. Junior colleges, state colleg^,' and universities 
all offer courses on these topics! ^ i 

"My first experience of stepping out of 'strictly 
bookkeeping 1 wtfrk was .for a ypung couple who came to me ^ 

— with family budget prpt^lems. VJere they a-pess! They 
hardly kept track of their checks, and they used, their 
credit card as if it weie *a library card. Now i- have about 
1(J clients a year just- nor personal budgeting." 



\ 



Keeping Your Business* Successful 



As you probabVy already know, it is your profit/ loss statement thit 
^i^s^the measure of whether you are financially^ successful. Hopefully, if 
you decide* to start a bookkeeping service, yours will just be a profit 
statement and not a loss statment! 



The Profit/Lossy^Statement 

* \ 

If you already know what a profit/loss statement fs a tig how to fill 
one out, you should probably skip this .section. If you are new to book- 
keeping, this section, like the one on the customer billing form and 
daily cash sheet in Unit will give you an idea of exactly what work 
the bookkeeper does. -<& 



A profit/loss statement includes the * following information: how 
much money you received from your clients ( this "is called revenues); and 
^how much you paid for different bills, (this is called expense s ) . The 
profit/loss statement also shows how much you had left over after your 
expenses were paid ( net profit ),- 



• What Is Net Profit? ' , 

* * ' ] 

f 

/ It would be wonderful if you could look at all your revenues and 
/ • m 

call that your profit. But- you^can' t • • Oj^e you. pay all your bills', you 

' might have made nothing, "or even have lost money. So businesses also 

|' have to figure out^their net profit, wfiich is the mor^ey left over ;af ter 

expeoses haVe been paid* * ' * 

•si 
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Net Pro'fit = Revenues - Expenses 

v.. or 
r ( % Income - Bills. 




Figuring Your Profit Ratio 



Once you know your net profit, you have one more math problem to do 
before you know just how successful your, business really «is. ^hat 
percerfc| of your income ended up ^s profit, and what percent ended up 
going for expenses? Let ! s lotfk at. Susan's profit/loss statement, compute 
her profit ratio- and her' expense ratic\, and compare all her figures for 
the two yea*s. ' 



TWO- 


-YEAR PROFIT/LOSS ! 


STATEMENT 


0 






Year 1 




Year 2 


Revenues ^ 


i 

#• 


$20,000 




$30,000 

4 


Expenses, 


> 






X 


Salaries* 

) *, 




$ /o 


\ 


* » $ 5,000 


Building Expenses 




, ' 4JD00 




4,500 


Supplies 




1,300 




1,500 


* . Advertising 




1,800* 




2,000 


• Other * * % 
, TOTAL' / • 




2,900 
$10,000 


• 


4,000 
$17,000 ' 


« jifct Profit 




$10,000 




$13., 000 

* • 



* Susan had no, employees during her first year and one assistant, during 
t " -tax^ season, in the Second year. • , 1 * 



These <fa*e the equations for figuring *6ut Susan 1 s profit and .expense 
ratios . c ♦ > 



. - Year 1 • . ,Year/2 

» ' r-i \- ' Net- profit * $10,6.00 cnC/ ' " $13^,000 , 
Profit ratio = ^ ^^OOO = 5W W^00 " ^ 



Expense ratio 



Ex peases » $10,000 _ - - $17,000 _ 5? „ 
Revenues? ^$20,000 P $30,000 ~ 



HpwCan More Revenues Sometimes Be Less Profit? 
— : " — ? — 1 : *r 

Susan's business definitely made more. money in the second year. 
$10,000 is a rirfce jump in revenues. 0 Her net profit* also went up $3,000. 
.Susan wanted, her profit ratio tQ'be about the samfe every, year. In Year 2, 
however ^ her pro&it ratio^went down., s 

o * * 

* ' (' \ • 

. • * t 

, 9 "The question is 7 why.? Susan 1 ^ expenses rose more quickly than her « 

revenues." This is because Susdn decided to expand # her business. She * 

* ' ♦ * > 1 -^.,-< * 

tookvjaore classes, ;hireda part-time bookkeeper, and ^joined the computer 

service. Even though herl profit ratio suffered", this was a good move for 

her in the long % run* * As her new worker •becomes even better trained, ,and 

as ihe puts her new kpowigdge to Vork, .she can expect to bring in more 

clients and make ev.en more money from those added expenses in the futtfre. 



Is. There an R-2-D-2 in Your Future 1 



There will always be businesses that need "garden* variety 11 bookkeep- 
ing services. But computers will be doing mor& and'jnore of the routine 
work ip many oookkeeping Serviced w v • 

Rather than seeing i'£ as a threat, you can see a computer as ySur 
helpmate, the /-"person" w^io does your 'typings and checks your work. You 
will still be the person who gives the computer, information and the one 
whom your clients will trust. When you choose to hook up with an 



,, R-2-Dr2, tl you will have more time to give individualized service to your 

* , -i 
clients and will be able to free yourself to do more advanced bookkeeping 

work, ' 



Summary 

1. The prof it/loss statement tells you just how much profit your 'busi- 
ness is making as compared with its' expenses, 

2. An increase in revenue does not always mean sfti increase in profit, 

3. You can expand your services by expanding your knowledge and by using 

4 's • 

^ computers. ... 




Learning Activities 

t ' ' » 

Individual Activities 

. - ( "V 

1.* Hfere is a profit/ loss statement for Wilshire Bookkeeping Sfe^vice. 
f ^Compute the net profit Cin dollars), the profit ratio (in percent), 

and the expense ratio (in percent). The sum of the profit ratio and 

the expense ratio should equal 100%. 



TWO-YEAR PROFIT/ LOSS STATEMENT 




^ . ■ Tear 1 




Year 2 


r 


■V 








% 


Revenues 


$50,000 


. 100% 


. $60,000- 


100% 


' n ■ 












Expenses 












Salaries 


10,000 






13,500 




•Building Expenses 


7.0Q0* 




« 


7,000 




^ * Supplies . \ 
Advertising 


r * 1,500 




-> 


1,606 




3,500 






3,400 




Computer/Services. 


. " " 250 




1,250 




t * Other % 


' 2,750 






3\,25tT 




TOTAL 


$25,000 






—$30-000- 






1 










*• 

. Net Profit*- 


i. 


















t 





2. Which year was a better one for Wil*hire Bookkeeping Service? 

3. Name two ways to learn more about advanced bookkeeping services. 

Discussion Questions * ^ — ' '—- - 

; — : — ; — * ^ • « 

1. Many bookkeeping service owners 'do not want to "go big." They don't 
want to use ^computers, and they don't want t(j hire more people. Can 
you give some reasons for this? * 



0 



2. Susan's father wants Susan to get out of the business. He claims 
# that since her profit ratio went down during the second year, she 
isn't much of a businessperson . Pretty soon, he tells her, she'll 
be losing money.. What advice would you give Susan?^ How much does 
it matter that Susan is losing support at home? ' * <C^ 



Group Activity t 



As a class, write-down a li-st>of St least 20 different activities 
that you would have to do if you were, or were going to be, the owner, of 
a bookkeeping service. Here are some examples to get you started. 

* -ft 

Call the telephone company to get hooked *up . / 

■ Check out several places for the best location 
Interview people to work for you 



Order paper an? supplies 

After you have your list,, see how you feel abou|t doing each of * the 
activities. Give ^yourself three ,points if y.ou would enjoy doing, that 
aoftvity, two points if y<ki wuldn't mind doing it, one point if you 
would do it but wouldn't like it,^£nd 0 if you wouldn't do it, no matter 
what! There are no "correct" answers. And the person* with the most 
points doesn't "win." It is an exercise fc?r you to see if owning a 
bookkeeping .s6tv ice might be for you. * 
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SUMMARY 



This module has been about owning a bookkeeping ser- 
vice. 'People with training itt bookkeeping can 'start this 



kind of business. " 

To start a small business, you need to* do lots of 
planning. First y^|i have to be sure that owning a small 
business is right for you. Then you have to decide what 
services to offer, how to, compete, and what" legal' require- 
ments to meet. 

- ' * M 

To pic£ a good location, you have to find out if cus- 
tomers would use your business. Then, you have to get money 
to start. That means showing a banker that your idea is a 
good jone. 



, Being in charge means hiring good workers and training 

* % 
them. . Then you must keep trdck of your workers 1 job 

performance • ' ' 



Setting prices means figuring out*the lowest price you 
can charge 'to meet your expenses and the highest pi^fce you 
can charge and, still be competitive. To da this, you need 
information on your expenses and on ^our competitions . 
prices > 



. Advertising and selling -are >£he ways you get customers. 
The good things y our ^businessfrdoes in town are called good- 
wills ^The'se are all important ways to help your business 
succeed. . 4 ^ 



„ You should keep good financial records so you, will know 
how the business is doing.. Then you can decide if you can 
expand your business or if you need to cut it back. 

. A . • 

Ip order, to own and operate -a successful bookkeeping 

selfyicey ~ycw — ?Ke7I~l^ 

and the special management skills we have covered in this 
module. If you hav* not had- a course in bookkeeping^ you' 
should take one before "deciding to own a bookkeeping ser-: 
vice. You can leam business management skills through 
business classes, experience, or by using the advice and 
example^ of an expert. ' - 

You may not make a lot drf money by owning d bo6k- 
keeping*1ffrvice. However, you will have the personal 
satisfaction of being responsible for your business and J 
making your own decisions. Think about how important these 
things are to you in considering whether you should .start ,l * 
your own bookkeeping service. \ 



QUIZ 

+— . , * 

. ■ List three kinds of people who would probably use a 
► bookkeeping servifce. ^ 



b. r 

c. . 



List .three skills ' the 'owner of a bookkeeping service 
should have.- 



a. *_ 

b - _ 
c'. 



Which of the following is probably the most important 
for being, sucqes^ful? 

• a. Having & good-looking office 

b. Doing error-free work- 

c; Knowing a lot of other bookkeepers 



Which \one of the .following wbuld a boolckeeping servic^ 
probably do? 

■ _a. Do math tutoring for an atgebra> student 

• b. Do 'the payroll for a fabric store 



_- c. Type a report for a lawyer 
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Which of the following would be a good place for a 
bookkeeping service? 

a. A small farm town that'has no other 

bookkeep ing^ se ty i ce 
^b. A city of about 35,000 of mostly retired 

people- - - • _ % 

c. ' A city of about 25,000 with lots of small 

businesses £ v 



ts of a business description, A 




Which ofi, the following should b.e included in your 
Statement of financial/need? 

a. How much you made on your last job 

b. How much you'll pf'y for your office 



% c. How much your parents make 



Which information would you need to put in a job' 
description? , . 

< a, Salary, benefits, and hours. 

J). Personality type, age, and sex wanted ' 4 

O. Directions to the office 



If this -were the only information you h^d, which , 

* L * * * 4 

.persoi would probably be the best bookkeeper fbr you 



to hiire? 



1 * ' 



a. . A 'high school student who works slowly but 

accurately . ■ 

b. A salesperson who wants to be a bookkeeper 

c. A married woman with "small children who works 
fast but makes mistakes 
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j 

10. Maria Carter's starting expenses for her new "bookr 

keeping service are $24,00 e 0. She has $8000 of her .own 
money to invest and $3500 from her parents. How much 
money will Maria need* to borrow? 

JLIt-^ist__three_ things to consider in setting prices for a., 
bbbkkeep ing se rvi ce . , 
a. * 

■ . { 



c. 



12. Elmhurst Bookkeeping Service has a* new~bookkeeper_on 

its 9ta£f. Which of these tasks should this person be^ ^ 



\ .assigned to. do first? ■ 
J a. Call dn ^ocal business owners 

t" - Giye customers advice on family budgeting 

c. Pre'fJare staff paychecks 

d. Prepare routine income tax returns,, 



13. Which of the following is your most important form of 
jidvertL|ing? ■ 
a. Word of mouth 
_b . Radio advertising 
c. Magazine ads 



114. Which* of thfe following"^ an example of^good "indirect 
advertising 1 for *a bookkeeping seirvice? 



' a'. A flieJ^put on cats 

b. Sponsoring a 1 soccer team * 

*~c. Joining a small busings owners 1 grotfp 



/ 

i 15* >^Xst three types of information needed on a customer 
s billing form. 

r 

a / 



b. 
c. 
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16 • Which statement is most true? 

, • a.\ Your^daily cash sheet tells you tfiat your 

^ credit customers owe you, 

' b,. Your ddily .cash sheet records the money you 

^pent on a certain day, 

c, f Your daily cash sheet gives you a good idea 

of the profit you are making, 

« v 't ' 
: ¥H — M a r ia* s 19 81 records show total sales of $50,000 and 



^ERJC 



total expenses of $20,000, Compute the following: 

a. Net -profit ' * $ | " 

b. Profit ratio * % 



c. Expense ratio, =» %_ 



18^. Maria's profits decrease in her second year. List 
three things she can do to increase profits'*, 
• a , " 
b. 



c. 



19, List two things Maria can do to increase sales', 
a, 
b. 



J. 



A: 



r 
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< . ■ PROJECT PRODUCTS ^ 

» ' * * * ' » 

Entrepreneursmp Training CosponenEs 

* > t 

vocational Discipline Module Number and Tide 

General Module 1 - Getting Down CO 3usiness. HhacVs it Ml About ' 

Agriculture . f Module 2 - Farm Equipment Re^dfcr . * ' ' 

Module 3 - Tree Service 

* . Module 4 - Garden Center 

Module 5 - Fertilizer and Pesticide Service 

Module o - Dairy Farming 

Market inland Modui^/ - AppaxeI^S>rQr£_ _ _. _ 



Distr ib^t ion 



Zm - 

Module 8 * Scecialtv Food S*ore 
>t • 

* Module 9 - Tra.vei Agency . « 

* > * 

Module 10 - Sicvcle Store " . 

Module LI - Flower and PlantStore J 

Module l2 - 3asiness and Personal Service , t N 

Module F3 - lnr.s.eeping 

-iealt . t Module !«■* - Nursing Service 

Mcuule 15 - Wheelcnair Transportation Service , • 

Module lo - Health Spa • , . * \ 

3ub^nes> ana Module 17 - Answering Service 

3 X * i c e t> 

Module 18 - Secretarial Service • f % 

Module* 19 - Bookkeeping Service "j 

% . Module 20 J - Software Design Company 

Module"21 - Word Processing Service , 

'occupational Module 22 - Restaurant • Bus mess 

a " " Module 2 3 - *Dav Care Center 

% Module 24 t Housecleanmg Service 

• *M^dule 25 - Sewing Service * 

Module 2fS - iitzie Attendant Service " / 

C ' 

n-'.'iPi' Module 27 - iluard. Service 

Mocjxtj 28 -Vest Control Service ** 
v od lit 29 - Energy Special isc Ser\ ice * 

I r !.:•■> jnj 30 - Hair St Kng S^op 

w cduie 31 - Auto ^ep*air Shop ' 4 

* * * 

ModuL« 32 - ^elding Business » - • 

^Module >3 - r ^ns t ruct ion EiecCr ic; a*n Business 

Ikcule 3-* - "arpe*nt*rv 3usme* - . « • 

0 * Module 35 - ?Lj*aDin^ 3us;n^-> 

y ^ Mcdsle 3*3 - Air Conditioning and jt*acin.* S*>rvi»-e 

* * R elate.! Resour . js 

»' » ur r i fc J.» )t ' xistK^ E-ncrerrcneVr-nia Material* * ' , 

•'andncxeK* in "Jr i i izai Lon *yi tie Entfe* rere ^r sr.ip Train i -C vnronenc ■> 
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